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7KHLVVXHRIFRUSRUDWHJRYHUQDQFHLVPRWLYDWHGE\DJHQF\WKHRU\ZKLFKVWDWHVWKDWWKHDJHQF\SUREOHPVDULVHZKHQ
PDQDJLQJDFRPSDQ\DSDUW IURPLWVKROGLQJV7KHRZQHUDVDVXSSOLHURIFDSLWDOFRPSDQLHVGHOHJDWHVDXWKRULW\ WR
PDQDJHWKHFRPSDQ\WRSURIHVVLRQDOPDQDJHUV$VDUHVXOWWKHDXWKRULW\WRXVHFRPSDQ\UHVRXUFHVLVLQWKHKDQGVRI
WKHH[HFXWLYH,WUDLVHVSRVVLELOLW\RIPRUDOKD]DUGZKHUHPDQDJHPHQWGRHVQRWDFWLQWKHEHVWLQWHUHVWVRIWKHRZQHU
FRQIOLFWRILQWHUHVW0DQDJHUVZLWKLQIRUPDWLRQWKH\PD\DFWRQO\WREHQHILWWKHPVHOYHVDWWKHH[SHQVHRIWKHRZQHU
IRUWKHPDQDJHUKDVLQIRUPDWLRQDERXWWKHFRPSDQ\WKDWLVQRWRZQHGE\WKHRZQHULQIRUPDWLRQDV\PPHWU\7KLV
ZLOODIIHFWWKHFRPSDQ\
VSHUIRUPDQFHDQGHOLPLQDWHLQYHVWRUV¶FRQILGHQFHLQUHWXUQRQLQYHVWPHQWVWKDWWKH\KDYH
SODQWHGLQWKHFRPSDQ\7RDFKLHYHJRRGFRUSRUDWHJRYHUQDQFHLWUHTXLUHVDV\VWHPDWLFPHFKDQLVPWRPRQLWRUDOO
SROLFLHV6DUL
5HVHDUFKRQWKHHIIHFWRIFRUSRUDWHJRYHUQDQFHWRZDUGFRPSDQ\
VILQDQFLDOSHUIRUPDQFHKDVEHHQGRQHE\SUHYLRXV
UHVHDUFKHUV:DWLFRQGXFWHGDVWXG\WKDWDLPVWRGHWHUPLQHWKHHIIHFWRIFRUSRUDWHJRYHUQDQFHLPSOHPHQWDWLRQ
RIILQDQFLDOSHUIRUPDQFHLQFRPSDQLHVOLVWHGRQWKH,QGRQHVLD6WRFN([FKDQJH5HVHDUFKUHVXOWVSURYLGHFRQFOXVLRQ
WKDWWKHSUDFWLFHRI&RUSRUDWH*RYHUQDQFH3HUFHSWLRQ,QGH[&*3,VLJQLILFDQWO\LQIOXHQFHWKHFRPSDQ\
VILQDQFLDO
SHUIRUPDQFHDVPHDVXUHGE\UHWXUQRQHTXLW\DQGQHWSURILWPDUJLQ,QFRQWUDVW0H\WKLDQG'HYLWDWKHUHVHDUFK
UHVXOWVVKRZWKDWWKHYDULDEOHFRUSRUDWHJRYHUQDQFHLPSOHPHQWDWLRQGRHVQRWDIIHFWWKHUHWXUQRQHTXLW\
5HIHUULQJWRWKHUHVXOWVRIHPSLULFDOUHVHDUFKWKDWKDVEHHQGRQHLWDSSHDUVWKDWWKHHPSLULFDOHYLGHQFHVKRZVWKH
LPSRUWDQFH RI LPSOHPHQWLQJ FRUSRUDWH JRYHUQDQFH WR  DFKLHYH FRUSRUDWH JRDOV 7KLV UHVHDUFK ZDV FRQGXFWHG WR
GHWHUPLQHWKHHIIHFWRIDSSO\LQJJRRGFRUSRUDWHJRYHUQDQFHWRZDUGVHDUQLQJVPDQDJHPHQW
7KHRULWLFDOUHYLHZ
2.1 Corporate Governance 
7KHSHUVSHFWLYHRIDJHQF\WKHRU\LVXVHGWRXQGHUVWDQGWKHEDVLFFRUSRUDWHJRYHUQDQFH$JHQF\WKHRU\LVDFRQFHSW
WKDW GHVFULEHV WKH FRQWUDFWXDO UHODWLRQVKLS EHWZHHQ WKH SULQFLSDO RZQHU DQG WKH DJHQW PDQDJHU 7KH DJHQF\
UHODWLRQVKLSPDQDJHULVWKHSDUW\ZKRKDVLQIRUPDWLRQDERXWWKHFRPSDQ\PRUHWKDQWKHRZQHUVRWKDWWKHUHVXOWLQJ
DV\PPHWU\RILQIRUPDWLRQLVDVWDWHZKHUHWKHUHDUHSDUWLHVWKDWKDYHPRUHLQIRUPDWLRQWKDQRXWVLGHUVWKDWEHQHILWWKHP
'HHJDQLQ$ULIDQL
$FFRUGLQJWR%XNKRULFRUSRUDWHJRYHUQDQFHKDVVRPHSULQFLSOHVWKDWFDQEHDSSOLHGWRHYHU\DVSHFWRIWKH
EXVLQHVVDQGWKHHQWLUHFRPSDQ\3ULQFLSOHVRIFRUSRUDWHJRYHUQDQFHDFFRUGLQJ%XNKRUL'KDUPD&KULVWLQD
DQG3DVNDKLQFOXGHWKHIROORZLQJWUDQVSDUHQF\FRPSDQLHVVKRXOGWDNHWKHLQLWLDWLYHWRUHYHDOQRWRQO\WKH
SUREOHPVVLJQDOHGE\WKHOHJLVODWLRQEXWDOVRLPSRUWDQWPDWWHUVIRUGHFLVLRQPDNLQJE\VKDUHKROGHUVFUHGLWRUVDQG
LQWHUHVWVRI WKHRWKHUSDUWLHVDFFRXQWDELOLW\ LVDQHFHVVDU\SUHFRQGLWLRQ WRDFKLHYHFRQWLQXRXVSHUIRUPDQFH
UHVSRQVLELOLW\WKHFRPSDQ\KDVDUHVSRQVLELOLW\WRZDUGVVRFLHW\DQGWKHHQYLURQPHQWDQGPXVWDELGHE\WKHODZVDQG
UHJXODWLRQVDSSOLFDEOH WR LWVEXVLQHVVFRQWLQXLW\VR LWFDQEHPDLQWDLQHG LQ WKH ORQJ WHUP LQGHSHQGHQFHDQG
HTXDOLW\DQGIDLUQHVVWKHFRPSDQ\PXVWDOZD\VFRQVLGHUWKHLQWHUHVWVRIDOOVWDNHKRQGHUVEDVHGRQWKHSULQFLSOHRI
HTXDOWUHDWPHQWDQGWKHSULQFLSOHRIUHDVRQDEOHEHQHILWV
2.2 Earnings Management  
(DUQLQJVPDQDJHPHQW DVVLJQHG DV WKHXVHRIPDQDJHULDO MXGJPHQW LQ VWUXFWXULQJ WUDQVDFWLRQV WR DOWHU ILQDQFLDO
UHSRUWVHLWKHUWRPLVLQIRUPVWDNHKROGHUVZLWKUHVSHFWWRWKHILUP¶VSHUIRUPDQFHRUWRUHDSWKHEHQHILWRIDFRQWUDFWXDO
RXWFRPHWKDWLVGHSHQGHQWRQDFFRXQWLQJQXPEHUV+HDO\	:DKOHQ/DWLI	$EGXOODK7KXVPDQDJHUV
FDQHVWLPDWHIXWXUHHFRQRPLFHYHQWVDWWKHLUGLVFUHWLRQDQGWKHVHDUHUHIOHFWHGLQILUPV¶ILQDQFLDOUHSRUWV7KRVHHYHQWV
FDQLQFOXGHVDOYDJHYDOXHDQGWKHH[SHFWHGOLIHRIORQJWHUPDVVHWVGHIHUUHGWD[HVDVVHWLPSDLUPHQWORVVHVIURPEDG
GHEWVDQGSRVWHPSOR\PHQWEHQHILWV+HDO\	:DKOHQ/DWLI	$EGXOODK
0DQDJHULDOGLVFUHWLRQDOVRKDYHLPSDFWWKHFKRLFHRIDFFHSWDEOHDFFRXQWLQJPHWKRGVIRULQYHQWRU\FRVWLQJVXFKDV
ODVWLQILUVWRXW/,)2ILUVWLQILUVWRXW),)2DQGDYHUDJHFRVW7KHVHFDQKDYHDVLJQLILFDQWLPSDFWRQDFFRXQWLQJ
RXWFRPHVLQGLIIHUHQWHFRQRPLFFRQGLWLRQV=KDQJ6KL*DR	:DQJ2PDU5DVKLGDK%HOOR	6DOL]D
DQGRQUHFRUGLQJWUDQVDFWLRQV/,)2),)2LVDFFHOHUDWHGGHSUHFLDWLRQRUWKHVWUDLJKWOLQHPHWKRG:DZHUXDQG5LUR
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DUJXHWKDWPDQDJHUVDOVRXVHWKHLUGLVFUHWLRQLQZRUNLQJFDSLWDOPDQDJHPHQWVXFKDVLQUHFHLYDEOHVSROLFLHV
WKHWLPLQJRILQYHQWRU\SXUFKDVHVDQGLQYHQWRU\OHYHOV$OOWKHVHDIIHFWQHWUHYHQXHVDQGFRVWDOORFDWLRQV
%\XVLQJHDUQLQJVPDQDJHPHQWDFFRXQWLQJFKRLFHVDUHPDGHWRUHIOHFWHLWKHULQFUHDVHGRUGHFUHDVHGLQFRPH)RU
H[DPSOHLQFHUWDLQLQVWDQFHVVWRFNKROGHUVDQGPDQDJHUVPD\DJUHHWKDWHDUQLQJVPDQDJHPHQWLVGHVLUDEOHDQGFKRRVH
WRDSSO\LQFRPHGHFUHDVLQJDFFRXQWLQJFKRLFHVWRDYRLGLQFXUULQJUHJXODWRU\RUSROLWLFDOFRVWV8ML\DQWR	%DPEDQJ
2QWKHRWKHUKDQGZKHQWKHLQWHUHVWVRIVKDUHKROGHUVDQGPDQDJHUVGLYHUJHWKLVJLYHVULVHWRPRUDOKD]DUG
$OPLOLD:DZHUX	5LUR/DWLI	$EGXOODKQRWHVWKDWDJHQF\WKHRU\LVDQLPSRUWDQWFRQVWUXFWLQ
XQGHUVWDQGLQJILQDQFLDOUHSRUWLQJLQFHQWLYHV$JHQF\WKHRU\KROGVWKDWLQWKHSUHVHQFHRILQIRUPDWLRQDV\PPHWULHV
PDQDJHUVZLOOFKRRVHWRPDNHDVHWRIGHFLVLRQVWKDWPD[LPL]HWKHLUXVHIXOQHVV
2.3 Previous research study 
/DWLI	$EGXOODK.DWPRQ	2PDUIRXQGWKDWDXGLWFRPPLWWHHLQGHSHQGHQFHLVQHJDWLYHO\UHODWHGWR
WKHXVHRIGLVFUHWLRQDU\DFFUXDOVDOORZLQJXVWRDFFHSWWKHVL[WKK\SRWKHVLV7KHSUHVHQFHRIRXWVLGHPHPEHUVRQWKH
FRPPLWWHHVWUHQJWKHQVLWVHIIHFWLYHRYHUVLJKWWKXVUHGXFLQJWKHOLNHOLKRRGRIFRUSRUDWHIDLOXUHDQGILQDQFLDOIUDXG7KH
HIIHFWLYHQHVVRIFRUSRUDWHJRYHUQDQFHPHFKDQLVPVGLIIHUVIRUKLJKJURZWKDQGORZJURZWKILUPV7KHVHUHVXOWVKDYH
LPSRUWDQWLPSOLFDWLRQVIRUFRQVWUDLQLQJHDUQLQJVPDQDJHPHQWSUDFWLFHV&(2GXDOLW\IRULQVWDQFHLVSRVLWLYHO\UHODWHG
WRHDUQLQJVPDQDJHPHQWRQO\LQWKHFDVHRIKLJKJURZWKILUPV*XPDWL$UL(ORNDQG(VWHU7KLVLPSOLHVWKDW
&(2VWKDWDOVRFKDLUDILUP¶VERDUGPD\EHFRPHKHDYLO\LQYROYHGLQHDUQLQJVPDQDJHPHQWWRHQVXUHWKDWWKHILUP
UHPDLQVDWWUDFWLYHWKLVLVQRWWKHFDVHIRUORZJURZWKILUPV,QVWLWXWLRQDOVKDUHKROGLQJLVSRVLWLYHO\UHODWHGWRHDUQLQJV
PDQDJHPHQWRQO\IRUORZJURZWKILUPVDQGLVLUUHOHYDQWLQWKHFDVHRIKLJKJURZWKILUPV-HUU\	0DUN7KH
LQGHSHQGHQFHRIWKHDXGLWFRPPLWWHHLVQHJDWLYHO\UHODWHGZLWKWKHSUDFWLFHRIHDUQLQJVPDQDJHPHQWIRUERWKKLJK
JURZWK DQG ORZJURZWK ILUPV 7KXV DQ LQGHSHQGHQW DXGLW FRPPLWWHH LV OLNHO\ WR SURYH DQ HIIHFWLYH FRUSRUDWH
JRYHUQDQFHPHFKDQLVPDQGHQVXUHWKDWILQDQFLDOUHSRUWVUHPDLQQHXWUDO
*RQ]DOH]	0HFDUHVHDUFKLQJDERXWDQDO\]HWKHUHODWLRQVKLSEHWZHHQWKHHIIHFWLYHQHVVRIWKHJRYHUQPHQW
DQG WKHHDUQLQJVPDQDJHPHQWEHKDYLRU+LVUHVHDUFKILQGWKHGRFXPHQWKRZZKHQDFRXQWU\ LPSOHPHQWVFRQWUROV
DLPHGDWUHGXFLQJFRUUXSWLRQVWUHQJWKHQLQJWKHUXOHRIODZRULPSURYLQJWKHHIIHFWLYHQHVVRIJRYHUQPHQWWKLVOHDGV
WRDUHGXFWLRQLQILUPHDUQLQJVPDQDJHPHQW
5HVHDUFKFRQGXFWHGE\8ML\DQWR	%DPEDQJXVHGDVDPSOHRIFRPSDQLHVLQDPDQXIDFWXULQJVHFWRUIURP
 5HVXOWV IURP WKLV VWXG\ VKRZ WKDW  LQVWLWXWLRQDO RZQHUVKLS GRHV QRW VLJQLILFDQWO\ DIIHFW HDUQLQJV
PDQDJHPHQWPDQDJHULDOSRVVHVVLRQJLYHVVLJQLILFDQWQHJDWLYHHIIHFWRQHDUQLQJVPDQDJHPHQW3URSRUWLRQRI
LQGHSHQGHQWERDUGGRHVKDYHVLJQLILFDQWSRVLWLYHHIIHFWRQHDUQLQJVPDQDJHPHQWWKHDPRXQWRIFRPPLVVLRQHUV
GRHVQRWKDYHVLJQLILFDQWHIIHFWRQHDUQLQJVPDQDJHPHQW
5HVHDUFKRQFRUSRUDWHJRYHUQDQFHDQGHDUQLQJVPDQDJHPHQWLVDOVRGRQHE\5DKPDZDWL7KHUHVHDUFKZDV
FRQGXFWHGRQWKHEDQNVZKLFKDUHOLVWHGRQWKH,';IURP5HVXOWVRIWKLVVWXG\DUHWKHFRPSRVLWLRQRI
LQGHSHQGHQWERDUGKDVVLJQLILFDQWQHJDWLYHLQIOXHQFHRQHDUQLQJVPDQDJHPHQWWKHVL]HRIERDUGRIFRPPLVVLRQHUV
KDV SRVLWLYH DQG VLJQLILFDQW HIIHFW RQ HDUQLQJV PDQDJHPHQW SUDFWLFHV  WKH H[LVWHQFH RI DQ DXGLW FRPPLWWHH
VLJQLILFDQWO\DIIHFWHDUQLQJVPDQDJHPHQWDQGWKHVL]HRIWKHFRPSDQ\GRHVQRWDIIHFWWKHHDUQLQJVPDQDJHPHQW
SUDFWLFHV
+\SRWKHVLV&RUSRUDWHJRYHUQDQFHLQDFRPSDQ\FDQHOLPLQDWHDQXPEHURIDV\PPHWULFDOLQIRUPDWLRQVRWKDWWKH
VSUHDGRILQIRUPDWLRQFDQEHGRQHZKHUHSHUFHSWLRQVRILQYHVWRUVDQGWKHFRPSDQ\DUHDOLJQHG
5HVHDUFK0HWKRGRORJ\
7KHVDPSOHLQWKLVVWXG\LVDPDQXIDFWXULQJFRPSDQ\WKDWKDVJRQHSXEOLFLQWKH,QGRQHVLDQVWRFNPDUNHW7KLV
VWXG\XVHVSULPDU\GDWDREWDLQHGIURPTXHVWLRQQDLUHV7KHREMHFWRIWKLVUHVHDUFKLVLQYHVWRUVDQGILQDQFLDOPDQDJHUV
RIVHOHFWHGFRPSDQLHV)RU WKHFDWHJRU\RI LQYHVWRUV WKHTXHVWLRQQDLUHVDUHGLUHFWHGWR WKHVKDUHKROGHUVZKRKDYH
DVVHWVRYHUELOOLRQUXSLDK$QGIRUILQDQFLDOPDQDJHUVWKHTXHVWLRQQDLUHVDUHGLUHFWHGWRLQYHVWPHQWPDQDJHUVZKR
KDYHH[SHULHQFHGIRU\HDUV7KLVUHVHDUFKKDYHFROOHFWHGUHVSRQGHQWVLQEHWZHHQUHVSRQGHQWVDVWKHQRUPDO
GDWD7KHUHVSRQGHQWDUHDOOH[SHUWVPDQDJHUGHFLVLRQPDNHUDQGWKHRZQHU7KH\DUHSHUIRUPHUVLQWKHFRUSRUDWH
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JRYHUQDQFH$FFRUGLQJZLWKWKHREMHFWLYHVRIWKLVUHVHDUFKDQGWKHDYDLODELOLW\GDWDLQWKLVUHVHDUFKDQDO\VLVGDWDZHUH
SURFHVVHGXVLQJ3DUWLDO/HDVW6TXDUH3/6
$QDO\VLVDQG5HVXOWV'LVFXVVLRQ
4.1 First Stage Testing 
,Q WKH ILUVWPRGHOLQJ LW FDQEH VHHQ WKDW WKHPRGHOLQJGRHVQRWPHHW DOO UHTXLUHPHQWVRI VLJQLILFDQW6WUXFWXUDO
(TXDWLRQ0RGHOOLQJ 6(0PRGHOV 7KH ILUVWPRGHOLQJ LV EDVHG RQ GHWHUPLQLQJ WKH UHODWLRQVKLS RI DV\PPHWULFDO
LQIRUPDWLRQRQFRUSRUDWHJRYHUQDQFHDQGHDUQLQJVPDQDJHPHQWVRWKDWHDFKHIIHFWRIWKHDPRXQWRIDV\PPHWULFDO
LQIRUPDWLRQFDQEHVHHQ%\SODFLQJDV\PPHWULFDOLQIRUPDWLRQDVPRGHUDWLQJYDULDEOHEHWZHHQHDUQLQJVPDQDJHPHQW
DQGFRUSRUDWHJRYHUQDQFHLWLVH[SHFWHGWKDWFRQWULEXWLRQRIPRGHOLQJPHHWVLWVLQLWLDOSXUSRVHRIFRUSRUDWHJRYHUQDQFH
7DQJMLWSURP

%\HQWHULQJDQXPEHURIFULWLFDOLQGLFDWRUVWKHSUHSDUDWLRQRIDWDEOHFDQEHGRQHDVIROORZV
7DEOH7KH0LQLPXP&ULWHULD6(0
&ULWHULD 5HVXOWRIWKLV5HVHDUFK
7KH&ULWLFDO
9DOXH ,QWHUSUHWLQJ
&KL6TXDUH  6PDOOHU %DG
3UREDELOLW\   *RRG
506($   %DG
*),   *RRG
$*),   *RRG
&0,1')   %DG
7/,   *RRG
&),   %DG
 6RXUFHRXWSXW3/6

/RRNLQJDWWKHWDEOHDERYHLWFDQEHVDLGWKDWWKHVWXG\GLGQRWPHHWDOOWKHLQGLFDWRUVRIVLJQLILFDQW6(0PRGHOV
7KLVFDQEHVHHQIURP&KL6TXDUHYDOXHLVWRRKLJKVRWKHQH[WWHVWLVFDUULHGRXWWRUHGXFHWKHYDOXHRI&KL6TXDUH
506($LVFRQVLGHUHGWREHWRRKLJKVRWKDWWKHUHTXLUHPHQWVRIVLJQLILFDQW6(0PRGHOVIDLOHG&0,1')LV
DVVHVVHG WREH WRRKLJK WKDW LW DOVR IDLOHG WRPHHW WKH UHTXLUHPHQWV RIYDOLG DQG VLJQLILFDQW6(0PRGHOV &),
,QGLFDWRUVLVDOVRH[SHULHQFLQJWKHVDPHWKLQJIDLOHGWRPHHWWKHUHTXLUHPHQWVRI6(0PRGHOV
4.2 Second Stage Testing 
+DYLQJVHHQWKHIDLOXUHWRPHHWWKHUHTXLUHPHQWVRI6(0PRGHOVWKHVWXG\DLPVGLUHFWO\DWWKHUHODWLRQVKLSEHWZHHQ
FRUSRUDWHJRYHUQDQFHDQGHDUQLQJVPDQDJHPHQW$VVXPLQJDV\PPHWULFDOLQIRUPDWLRQLVSDUWFRUSRUDWHJRYHUQDQFH
WKXVWKHDEVHQFHRIWKLVYDULDEOH)RUWKHQH[WVWHSWKHPRGHOGHYHORSHGEHWZHHQFRUSRUDWHJRYHUQDQFHDQGHDUQLQJV
PDQDJHPHQWDUHOLQNHGGLUHFWO\7KLVHOLPLQDWHVDV\PPHWULFDOLQIRUPDWLRQPRGHOOLQJYDULDEOHOHDYLQJWKHIROORZLQJ
DVVXPSWLRQV  WKH SXUSRVH RI FRUSRUDWH JRYHUQDQFH DLPV WR HOLPLQDWH RU UHGXFH DV\PPHWULFDO LQIRUPDWLRQ 
DV\PPHWULFDO LQIRUPDWLRQ LV WKH HIIHFW RI FRUSRUDWH JRYHUQDQFH SROLFLHV LQGLUHFWO\ DVVRFLDWLQJ LW ZLWK FRUSRUDWH
JRYHUQDQFH

5HGXFWLRQRI UHVHDUFKREMHFWFKDQJHV WKHUHODWLRQVKLSEHWZHHQFRUSRUDWHJRYHUQDQFHDQGHDUQLQJVPDQDJHPHQW
.DWPRQ	2PDU$IWHU UHHYDOXDWLQJ WKH VHFRQG WHVWLQJ WKH IUDPLQJRIDQXPEHURIFULWLFDO LQGLFDWRUVRI
PLQLPXPFULWHULD6WUXFWXUDO(TXDWLRQ0RGHOOLQJLQWRWKHWDEOHEHORZ



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
7DEOH7KH0LQLPXP&ULWHULD6(0
&ULWHULD
5HVXOWRIWKLV
5HVHDUFK
7KH&ULWLFDO
9DOXH
,QWHUSUHWLQJ
&KL6TXDUH  6PDOOHU *RRG
3UREDELOLW\   *RRG
506($   *RRG
*),   *RRG
$*),   *RRG
&0,1')   *RRG
7/,   *RRG
&),   *RRG
  6RXUFHRXWSXW3/6
1RWLQJWKDWDQXPEHURILQGLFDWRUVRIPLQLPXPWDEOH6(0KDVDOOEHHQIXOILOOHGLWFDQEHVDLGWKDWWKHPRGHOKDVD
IDLUO\JRRGOHYHODQGVLJQLILFDQFHYDOLGDQGUHSUHVHQWDWLYHRQLQWHUDFWLRQDOOHYHO7KXVLWFDQEHVDLGWKDWFRUSRUDWH
JRYHUQDQFHKDVJRRGUHODWLRQVKLSVZLWKHDUQLQJVPDQDJHPHQW&RUSRUDWHJRYHUQDQFHKDVFRQVLGHUDEOHLQIOXHQFHRQ
HDUQLQJVPDQDJHPHQW:LWKWKHWZRVWDJHWHVWWKHREWDLQHGILQGLQJVDUHDVIROORZ)LUVWFRUSRUDWHJRYHUQDQFHDLPV
WRHOLPLQDWHWKHDV\PPHWU\RILQIRUPDWLRQIURPLQWHUHVWHGSDUWLHVVRWKDWWKHDV\PPHWU\FDQEHSDUWRIWKHFRUSRUDWH
JRYHUQDQFH7KXVWKHUHPRYDORIDV\PPHWULFYDULDEOHVFDQLQFUHDVHWKHOHYHORIYDOLGLW\RIWKLVVWXG\6HFRQGZLWK
UHJDUGRI UHFLSURFDO UHODWLRQVKLSEHWZHHQFRUSRUDWH JRYHUQDQFH DQG HDUQLQJVPDQDJHPHQW LW FDQEH VDLG WKDW WKH
FRPSDQ\XVHVHDUQLQJVPDQDJHPHQWDVDQHIIHFWRIWKHFRUSRUDWHJRYHUQDQFHRUFRUSRUDWHJRYHUQDQFHLVXVHGWRFRYHU
HDUQLQJVPDQDJHPHQWSROLFLHV%\UXQQLQJFRUSRUDWHJRYHUQDQFHWKHFRPSDQ\FDQFRYHUHDUQLQJVPDQDJHPHQWLQ
UHPRYLQJSROLFLHVRUUHGXFLQJDV\PPHWULFDOLQIRUPDWLRQSURFHVV
4.3 Corporate Governance and Earnings Management Relations 
(DUQLQJVLQIRUPDWLRQKHOSVWKHRZQHURWKHUVLQHVWLPDWLQJWKHVWUHQJWKRIHDUQLQJVWRDVVHVVWKHULVNRQLQYHVWPHQW
DQG FUHGLW 5DKPDZDWL6UL	(UQD7KH LPSRUWDQFHRI LQIRUPDWLRQ VXFKSURILWV KDV WREH UHDOL]HGE\ WKH
PDQDJHPHQWDVILQDQFLDOVWDWHPHQWVFRPSLOHUVDVZHOODVSDUWLHVZKRVHSHUIRUPDQFHLVPHDVXUHGXSRQ5DKPDZDWL
6UL	(UQD6WDWHPHQWRI)LQDQFLDO$FFRXQWLQJ&RQFHSWV6)$&VWDWHGWKDWHDUQLQJVLQIRUPDWLRQLVDNH\
HOHPHQWLQILQDQFLDOVWDWHPHQWVDQGLVYHU\LPSRUWDQWIRUWKRVHZKRXVHLWIRULWKDVSUHGLFWLYHYDOXH
(DUQLQJVPDQDJHPHQWFDQEHDSSOLHGLQSUHSDULQJILQDQFLDOVWDWHPHQWVWKURXJKFUHDWLYHDFFRXQWLQJSUDFWLFHVWKH
FKRLFHRIDFFRXQWLQJPHWKRGVWKHFODVVLILFDWLRQRIDFFRXQWLQJV\VWHPVDQGWKHWLPLQJRIWKHWUDQVDFWLRQ5DKPDZDWL
HWDO7LPLQJRIWUDQVDFWLRQVDQGWKHDFFRXQWLQJV\VWHPVRIFODVVLILFDWLRQDIIHFWHDUQLQJVPDQDJHPHQWLQWKH
SUHSDUDWLRQRIILQDQFLDOVWDWHPHQWV,QGULDVWXWL(DUQLQJVPDQDJHPHQWSUDFWLFHVFDQDOVREHGRQHWKURXJKWKH
VHOHFWLRQRILQYHQWRU\DFFRXQWLQJPHWKRGGHSUHFLDWLRQRIIL[HGDVVHWVDQGFDSLWDOL]DWLRQRISHQVLRQVLQIODWLRQDQG
DPRUWL]DWLRQ
0DQDJHUV¶GULYHWRDSSO\HDUQLQJVPDQDJHPHQWDUHWKHERQXVSURJUDPYLRODWLRQRIGHEWWXUQRYHURIWRSPDQDJHUV
WD[DWLRQSROLWLFDOFRVWDQGFRPSDQLHVWKDWFRQGXFW,32$V\PPHWU\RILQIRUPDWLRQJLYHVDFKDQFHWKDWWKHPDQDJHU
FDQSHUIRUPHDUQLQJVPDQDJHPHQW4XDOLW\DXGLWRUE\SUR[\DXGLWRULQGXVWU\LVWKHOLPLWLQHDUQLQJVPDQDJHPHQW
'HIHUUHGWD[HVUHVXOWLQJIURPWKHGLIIHUHQFHEHWZHHQGHIHUUHGWD[DVVHWVDQGGHIHUUHGWD[OLDELOLWLHVFDQEHXVHGWR
GHWHFWHDUQLQJVPDQDJHPHQW
Classification shiftingLVDQRWKHUHDUQLQJVPDQDJHPHQWWRROEHVLGHVDFFUXDOPDQDJHPHQWDQGUHDOHFRQRPLFDFWLYLW\
PDQLSXODWLRQ&ODVVLILFDWLRQVKLIWLQJLVPLVFODVVLILFDWLRQRILWHPVLQWKHLQFRPHVWDWHPHQW5DKPDZDWL6UL	(UQD
0DQLSXODWLRQRIUHDODFWLYLW\LVDPDQLSXODWLRQE\PDQDJHPHQWWKURXJKGDLO\DFWLYLWLHVRIWKHFRPSDQ\GXULQJ
FXUUHQWDFFRXQWLQJSHULRG7KHUHIRUHWKLVPDQLSXODWLRQFDQEHGRQHIRUWKHUHVWRIFXUUHQWDFFRXQWLQJSHULRG,WLVWKLV
WLPHWKDWEHFRPHVDQLPSRUWDQWSDUWLQDFRPSDQ\PDQDJHUVKDYHDQLQFHQWLYHWRPDQLSXODWHUHDODFWLYLW\+DVVDQ	
$KPHG
5HVHDUFK RQ HDUQLQJVPDQDJHPHQW LV XVHG WR FODULI\ WKH XVH RI SRVLWLYH DFFRXQWLQJ WKHRU\ DQG DJHQF\ WKHRU\
3RVLWLYHDFFRXQWLQJWKHRU\SURYHVWKDWWKHUHLVQRWDVLQJOHWKHRU\WKDWFDQH[SODLQPDQDJHPHQWSROLFLHVRQHDUQLQJV
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PDQDJHPHQWVRWKHH[SODQDWLRQFRXOGEHRSSRVHGWRWKHSRVLWLYHDFFRXQWLQJWKHRU\5HVHDUFKRQHDUQLQJVPDQDJHPHQW
LQUHFHQW\HDUVDVVRFLDWHGPDQ\ZLWK&RUSRUDWH6RFLDO5HVSRQVLELOLW\IRUH[DPSOHUHVHDUFK5DKPDZDWLHWDO
LQYHVWRUSURWHFWLRQ,QGULDVWXWLDQGFRUSRUDWHJRYHUQDQFH6DUL
)RULQYHVWRUVHDUQLQJVPDQDJHPHQWUHVHDUFKUHVXOWVFDQEHXVHGDVFRQVLGHUDWLRQRILQYHVWPHQWE\XVLQJDFFUXDO
LQIRUPDWLRQ DV D FRPSRQHQW RI HDUQLQJV &UHGLWRUV ILQDQFLDO DQDO\VWV DQG DXGLWRUV DUH DGYLVHG WR EH FDUHIXO LQ
XQGHUVWDQGLQJ SURILW UHSRUWHG E\PDQDJHPHQW LQ ILQDQFLDO VWDWHPHQWV JLYHQ WKH UHSRUWHG HDUQLQJV FDQ EH UDLVHG
IODWWHQHGRUGHULYHGE\XWLOL]LQJWKHIOH[LELOLW\RIILQDQFLDODFFRXQWLQJVWDQGDUGVDQGUHJXODWLRQV
7KH VWDQGDUG VHWWHUVZRXOG EH LQWHUHVWHG LQ D VSHFLDO DFFUXDO XVHG WRPDQDJH WKHPDJQLWXGH DQG IUHTXHQF\ RI
HDUQLQJVPDQDJHPHQW5HJXODWRUVIRUH[DPSOH%DQN,QGRQHVLDFDQGHWHFWWKHEDQNLQJLQGXVWU\ZKRDSSO\HDUQLQJV
PDQDJHPHQWE\REVHUYLQJWKHFKDUDFWHULVWLFVRIEDQNVWKDWKDYHODUJHDFFUXDOWKXVWKHODUJHGLIIHUHQFHEHWZHHQSURILW
DQGFDVKIORZDQGRSHUDWLRQVZLWKZHDNJRYHUQDQFHVWUXFWXUHV%DQN,QGRQHVLDDOVRQHHGVWREHFDUHIXOLQIRUPXODWLQJ
EDQNLQJUHJXODWLRQVEHFDXVHRISURYHQEDQNLQJUHJXODWLRQVUHODWHGWRHDUQLQJVPDQDJHPHQW
&RQFOXVLRQDQG5HFRPPHQGDWLRQ
,PSOHPHQWDWLRQRIFRUSRUDWHJRYHUQDQFHDLPV WR UHGXFHDV\PPHWULFDO LQIRUPDWLRQ WR WKHHDUQLQJVPDQDJHPHQW
DFWLRQV7KLVLVLQDFFRUGDQFHZLWKWKHSXUSRVHLQSUDFWLFHZKDWKDSSHQVLVQRQIXQFWLRQLQJRIFRUSRUDWHJRYHUQDQFH
SROLF\7KHH[LVWHQFHRILQGHSHQGHQWFRPPLVVLRQHUVKDVWKHHIIHFWRIUHGXFLQJWKHDV\PPHWULFDOLQIRUPDWLRQWRWKH
HDUQLQJV PDQDJHPHQW DFWLRQV QRW VLJQLILFDQWO\ DSSOLFDEOH &RPSDQLHV GRLQJ DJJUHVVLYH DFFUXDO RU HDUQLQJV
PDQDJHPHQW SUDFWLFHV WHQG WR DSSO\ FRUSRUDWH JRYHUQDQFH 7KH SUREOHP LV WKDW GLVFORVXUH LV QRW LQIRUPDWLYH WR
LQYHVWRUV(DUQLQJVPDQDJHPHQWDQGFRUSRUDWHJRYHUQDQFHUHODWLRQLVYHU\VWURQJDQGUHFLSURFDOVRWKDWLWFDQEHVDLG
HDUQLQJVPDQDJHPHQWUHODWHGWRFRUSRUDWHJRYHUQDQFH
)RUIXUWKHUUHVHDUFKH[SODLQLQJWKHFRPSDQ\¶VPRWLYDWLRQWRXVHFRUSRUDWHJRYHUQDQFHLVH[SHFWHGLQDGGLWLRQWR
FRYHULQJ WKH HDUQLQJ PDQDJHPHQW SUDFWLFH HDUQLQJV PDQDJHPHQW SUDFWLFDO SDWWHUQ DVVRFLDWHG ZLWK WKH FRUSRUDWH
JRYHUQDQFHRUUHGXFWLRQDV\PPHWULFDOLQIRUPDWLRQSURFHVV
5HIHUHQFHV
$ULIDQL53HQJDUXKJRRGFRUSRUDWHJRYHUQDQFHWHUKDGDSNLQHUMDNHXDQJDQSHUXVDKDDQ6WXGLSDGDSHUXVDKDDQ\DQJHUFDWDWGL%XUVD(IHN
,QGRQHVLD-XUQDO,OPLDK0DKDVLVZD)(%
%XNKRUL ,TEDO  3HQJDUXK JRRG FRUSRUDWH JRYHUQDQFH GDQ XNXUDQ SHUXVDKDDQ WHUKDGDS NLQHUMD NHXDQJDQ SHUXVDKDDQ 6NULSVL WLGDN
GLWHUELWNDQ6HPDUDQJ3URJUDP6DUMDQD8QLYHUVLWDV'LSRQHJRUR
'KDUPD&KULVWLQD<XQLDUVLK6XU\D	3DVNDK,ND1XJURKR&RUSRUDWHJRYHUQDQFHILQDQFLDOGLVWUHVVDQGYROXQWDU\GLVFORVXUH&RQIHUHQFH
RQ0DQDJLQJWKH$VLDQ&HQWXU\3
*XPDQWL7DWDQJ$U\$UL6LWD1DVWLWL(ORN6UL8WDPL	(VWHU0DQLN$XGLWTXDOLW\DQGHDUQLQJPDQDJHPHQWLQ,QGRQHVLDQLQLWLDOSXEOLF
RIIHULQJV0HGLWHUUDQHDQ-RXUQDORI6RFLDO6FLHQFHV
+DVVDQ6KHKX8VPDQ	$KPHG$EXEDNDU&RUSRUDWHJRYHUQDQFHHDUQLQJVPDQDJHPHQWDQGILQDQFLDOSHUIRUPDQFHDFDVHRIQLJHULDQ
PDQXIDFWXULQJILUPV$PHULFDQ,QWHUQDWLRQDO-RXUQDORI&RQWHPSRUDU\5HVHDUFK
,QGULDVWXWL0D\D$QDOLVLVNXDOLWDVDXGLWRUGDQFRUSRUDWHJRYHUQDQFHWHUKDGDSPDQDMHPHQODED(NVLVWDQVL
-HUU\:/LQ	0DUN,+DQJ$XGLWTXDOLW\FRUSRUDWHJRYHUQDQFHDQGHDUQLQJVPDQDJHPHQWDPHWDDQDO\VLV,QWHUQDWLRQDO-RXUQDORI
$XGLWLQJ
.DWPRQ1RRUDLVDK	2PDU$O)DURRTXH([SORULQJWKHLPSDFWRILQWHUQDOFRUSRUDWHJRYHUQDQFHRQWKHUHODWLRQEHWZHHQGLVFORVXUHTXDOLW\
DQGHDUQLQJVPDQDJHPHQWLQWKH8.OLVWHGFRPSDQLHV-RXUQDORI%XVLQHVV(WKLFV
/DWLI$V\VKD6	$EGXOODK)DKDG7KHHIIHFWLYHQHVVRIFRUSRUDWHJRYHUQDQFHLQFRQVWUDLQLQJHDUQLQJVPDQDJHPHQWLQ3DNLVWDQ7KH
ODERUH-RXUQDORI(FRQRPLF
0H\WKL	'HYLWD/XVLDQD3HQJDUXKSHQHUDSDQJRRGFRUSRUDWHJRYHUQDQFH*&*WHUKDGDSNLQHUMDNHXDQJDQSHUXVDKDDQVWXGLHPSLULN
SDGDSHUXVDKDDQJRSXEOLF\DQJ WHUPDVXNNHORPSRN VHSXOXKEHVDUPHQXUXWFRUSRUDWHJRYHUQDQFHSHUFHSWLRQ LQGH[ *&3,GL%XUVD(IHN
,QGRQHVLD-XUQDO+XNXP%LVQLVGDQ,QYHVWDVL
2PDU1RUPDK5DVKLGDK$EGXO5DKPDQ%HOOR/DZDO'DQEDWWD	6DOL]D6XODLPDQ0DQDJHPHQWGLVFORVXUHDQGHDUQLQJVPDQDJHPHQW
SUDFWLFHVLQUHGXFLQJWKHLPSOLFDWLRQULVN3URFHGLDVRFLDODQG%HKDYLRUDO6FLHQFHV
5DKPDZDWL0RGHOSHQGHWHNVLDQPDQDMHPHQODEDSDGDLQGXVWULSHUEDQNDQSXEOLNGL,QGRQHVLDGDQSHQJDUXKQ\DWHUKDGDSNLQHUMDSHUEDQNDQ
-XUQDO$NXQWDQVLGDQ0DQDMHPHQ
5DKPDZDWL66UL:DK\X$JXVWLQLQJVLK	(UQD6HWLDQ\7KHHIIHFWRIHDUQLQJVPDQDJHPHQWZLWKVSHVLDOtWHPWRLQYHVWPHQWGHFLVLyQ
HPSHULFDOVWXG\DWPDQXIDFWXUHILUPOLVWHGLQ,QGRQHVLD6WRFN([FKDQJH,QWHUQDWLRQDO-RXUQDORI0RQHWDU\(FRQRPLFVDQG)LQDQFH
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